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ADVANCE LETTER ON 



GENERAL BUSINESS CONDITIONS 



July 15, 1921 



The Index 

IN June the figures for both bank clearings outside 
New York City and Bradstreet's prices, upon which 
curve B is based, were higher than corresponding figures 
for May. This is the first month in more than a year 
that Bradstreet's price index has increased. As a result 
of the increase of both series, curve B of our Index 



Speculation 



There has been little change in security prices since 
the first of the month; industrial stocks moved up 
about a point and a half and railroad stocks nearly 
two points during the first week, but reacted somewhat 
during the following week. But the average price of 
industrials is about 3 points, and that of rails about 5 
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INDEX CHART. The items locating curves A, B, and C all refer to complete calendar months and the points are plotted in the middle of the spaces allotted to the months. 



Chart, representing business, moved upward slightly. 
This movement indicates that the decline of business, 
which has lasted fourteen months, is at or near an end. 
Supplementary statistical data relating to the volume 
of business, such as the production of commodities, 
consumption of raw materials, and freight car loadings, 
indicate the same conclusion. Although the output of a 
few industries, for instance woolen and cotton textiles, 
petroleum products, wheat flour, and lumber, appar- 
ently reached minimum last winter, that of most 
industries, notably iron and steel, coal, and paper, has 
continued to decline until recent months, and perhaps 
the low point for some of them has not yet been reached. 

Although persistent liquidation of business is, appar- 
ently, near its end, the movements of the other curves 
of our Index Chart, as we pointed out in our last letter, 
do not warrant the conclusion that a considerable 
increase of business activity is to be expected during 
the next few months. Such an increase should be fore- 
cast by an upward movement of curve A, speculation, 
and a significant decline of curve C, rates on commercial 
paper. 



points, above the low records of June 20. Bond prices 
developed some strength in the past two weeks and are 
now more than a point (Dow, Jones & Co.'s average) 
above the quotations of July 1. Trading has averaged 
only moderate in volume. All this indicates that the 
deep gloom which pervaded the market in June has 
passed, but it does not yet justify a more optimistic 
interpretation. 

Business 

Bradstreet's index of wholesale prices recorded an 
increase on July 1 , for the first time in fourteen months, 
being $10.73, an increase of one per cent over the index 
for June 1. Seven of the thirteen groups of commodi- 
ties upon which it is based declined, while only six 
advanced; but the changes among the latter, especially 
provisions and fruits, outweighed the more moderate 
changes among the former. Dun's index for July 1, 
unlike Bradstreet's, recorded a drop of over 3 per cent 
in prices. It is normal, however, for these indices to 
have different turning points; Bradstreet's index is 
generally the first to begin an upward or downward 
movement. 
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This latest development in the price situation, as 
shown by Bradstreet's index, is in accord with past 
experience. We pointed out in our letter of January 15 
that the interval between maximum and minimum quo- 
tations of Bradstreet's index during previous periods of 
business recession has ranged from fifteen to eighteen 
months. Counting fifteen to eighteen months from 
February 1, 1920, the last peak of prices, gives us May 1 
to August 1 as the probable end of the price decline. 
With respect to extent, however, there is nothing in our 
business experience since the Civil War comparable 
with the recent price recession. Bradstreet's Index for 
June 1 was 49 per cent below the level reached on Feb- 
ruary 1, 1920, more than three times as great a per- 
centage decline as occurred in 1907-08. 

The volume of business, as shown by bank clearings 
outside New York City, increased from 12,760 million 
dollars in May to 13,233 millions in June, or 4 per cent. 
A considerable amount of this increase is to be ascribed 
to the income tax payments due in June. In the past 
June clearings have been about the same as May clear- 
ings. The following table shows that the greatest gains 
were recorded in the Middle Atlantic, Other Western, 
and Pacific states, while clearings in the Southern states 
were not quite up to the May figures. 




Ratio of May 
to April 



Outside Clearings: Actual Figures 
(Unit: $1,000,000) 

May 1921 

Middle * 2,957 

New England 1,340 

Middle West 3,612 

Pacific 1,342 

Other West 1,516 

Southern 1,992 



Total* 12,759 



13,233 



94.2 
99.6 
95-8 
92.5 
92.8 
98.0 

95-4 



Ratio of June 
to May 

IO6.9 

I03-7 
IOI.7 
IO5.6 
I06.O 

99-5 



103.6 



* Excluding New York City. 



There has been little change in general business con- 
ditions during the past fortnight. The reductions in 
steel prices, announced both by the United States Steel 
Corporation and the independent producers, have not 
yet stimulated much buying. This was not unex- 
pected, since iron and steel have been sold for some 
weeks at prices as low as those now formally quoted. 
As general business activity revives, there will doubt- 
less be a greater demand for steel products, especially 
from the railroads; but the dullness of the building 
trades and the weakness of the foreign demand indicate 
that the improvement will probably be only moderate. 
The seasonable weather continues to bring out a fair 
volume of trade in retail markets. 

Below we give some figures showing the relative 
volume of production, in physical terms, for certain 
important lines, as compared with the past two years. 
These figures bring out some significant differences 
between industries. While textiles, for example, in 
which production reached a low point last December, 
had made a considerable recovery by May of this year, 
iron and steel, which did not reach a low point until 
April of this year, reported less than half as much busi- 



ness as a year ago. The production of paper, on the 
whole, has declined since last autumn, and it may de- 
cline further. 

Indices or Manufacturing Output 
{Figure for May iqiq = 100) 



Fuel: 

Coal, total 

Petroleum (marketed) 
Iron and Steel: 

Pig iron 

Crude steel 

Sugar Meltings 

Meat Slaughterings: 

Cattle 

Calves 

Hogs 

Sheep 

Textiles : 

Cotton consumption . 

Wool consumption . . . 
Lumber Cut (total five 

varieties) 

Paper: 

Wood pulp 

Newsprint 

Bookpaper 

Wrapping 



May 1021 



90.4 
142.9 

57-9 
65-5 
83.8* 

77-7 

93-9 

87-5 

110,2 

90.2 
108.6 

86.5* 

73-5 
74.6 
68.5 
93-8 



May 1920 



IO4.2 
I24.4 

141. 6 
149.4 
1 10.8* 

86.8 
94.4 
95-8 
75-i 

110.8 
111.8 

125.0* 

123-7 
122. 1 
120.9 
124.6 



Low (Jan. 1919-MAY 1921) 



Percentage 



58-9 

9 J -7 

56.6 
62.8 
33-9* 

72-5 
53-7 
52-1 
7S-i 

60.4 
46.4 

60.9* 

73-5 
74.6 
66.9 

78.9 



Date 



Nov. 1919 
Feb. 1 9 19 

April 1 92 1 
April 192 1 
Jan. 1921 

Feb. 192 1 

Feb. 1919 

Aug. 1919 

May 1920 

Dec. 1920 
Dec. 1920 

Jan. 1921 

May 1921 
May 1921 
April 1 92 1 
Jan. 192 1 



* Per cents given are based upon April of respective years. April 1919= 100. 

Banking 

The banking situation is practically unchanged. 
Commercial paper rates have continued at 6£ per cent, 
while call rates have ranged from 5J to 6\ per cent. 
There has been some expansion in the loans of the 
federal reserve banks, and a slight drop in the reserve 
ratio was reported on July 7. Crop moving is likely 
to bring increasing demands on the banks in the next 
three or four months, and these demands will tend to 
strengthen actual money rates. On the other hand, the 
progress of business readjustment is an opposing influ- 
ence, and the usual seasonal rise in rates may not develop. 

New financing during the first half of 192 1 has been 
somewhat less than during the corresponding period of 
1920. Although complete comparable figures are not 
yet available, the data at hand for aggregate security 
issues reported indicate a decrease of about 5 per cent 
(from 2,234 to 2,129 million dollars). Industrial financ- 
ing fell off much more than this, about 40 per cent, but 
municipal and foreign public loans increased consider- 
ably, the former over 40 per cent (from 349 to 499 
million dollars), and the latter more than twofold 
(from 85 to 199 million dollars). New railroad issues 
were also notably greater, but this is due primarily to 
large refunding operations. The great demand for 
capital for other than industrial purposes has been an 
important factor in keeping money rates at a high level 
and prolonging the period of readjustment. 
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